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EXECUTWE SUMMARY
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

DOCKET no. E-01575A-15-0312

The direct rate design testimony of Eric Van Epos presents the results of the Utility
Division Staffs ("StafF') review of the rate case application ("Application") of Sulphur Springs
Valley Electric Cooperative, Inc. ("SSVEC" or "Company") filed with the Arizona Corporation
Commission ("Commission") on August 31, 2015 and the results of Staffs evaluation of the
Company's Net Metering ("NEM") proposal.

Based on its review of SSVEC's Application, Staffs recommendations are as follows:

al Staff recommends that SSVEC's Schedule NM-1 be changed so that it is only
available to customers who installed a DG system on or before April 14, 2015.
After this change to the Availability section is made, Staff recommends that NM-
1 be frozen.

b) Staff recommends that SSVEC's Schedule DG be adapted to eliminate the banking
of excess kph, require that all energy procured from the grid be compensated for
at SSVEC's retail rate, and provide a methodology for the treatment of any energy
provided or exported by a DG system to the grid. Schedule DG should act as an
export rate rider. This rider should provide language outlined in schedule NM-1
that provides definitions, interconnection requirements, system requirements,
sizing requirements, etc. Schedule DG should be updated to include an export
rate methodology that includes a year one and year two phase-in. Schedule DG
should be made available to all eligible DG customers who install a system on or
after April 15, 2015.

c) Staff recommends that SSVEC Schedu1esR-DG E and R-DG be denied. Further,
Staff recommends that new and existing DG customers remain on Schedule R.

d) Staff recommends that the export rate be updated every three years.

el Staff recommends that, to the extent necessary, and in the event one of die parties
to this case believes the NEM rules should be waived for SSVEC, there be a partial
waiver of the NEM rules for SSVEC to enact the rate design recommendations
discussed herein.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A. name

4

5

My is Eric Van Epos. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("Commission") in the Utilities Division ("StafF'). My business

address is 1200 West \X/ashington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as a Public Utilities Analyst.

8 A.

9

10

In my capacity as a Public Utilities Analyst, provide recommendations to the Commission

on matters involving electric and gas utilities. I also perform studies on ancillary issues

ertainin to matters concerning the electric Indus .P g g

11

12 Q. Please describe your educational background and professional experience.

13 A.

14

I have a bachelor's degree in Business AdmiNistration and Political Science, specializing in

international business and I  al so

15

international politics from Arizona State University.

graduated with a degree in Sustainability with a focus on alternative energy and resources from

16 Arizona State University. I have been employed with the Commission since January of 2013.

17

18 Q. What is the scope of your testimony in Mis case?

19 A. I will be addressing Net Metering ("NEM"), for Sulfur Springs Valley Electric Cooperative,

20 Inc. ("SSVEC" or "Company"l.

21
|
|
||

22 Q. Have you reviewed the testimony submits d by the Company in this case?

23 A. Yes. I reviewed the testimonies of Company vastnesses, Mr. Credent W. Huber and Mr. David

24 Hedrick, as they specifically pertain to NEM.

25

26 Mr. Huber and Mr. Hedrick are proposing multiple rate design strategies to address NEM.
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1 1.

2

3

4

5

6 2.

7

8

9 2015,

10

The Company has proposed an increase in the monthly service availability charge from

$10.25 to $25.00 for all standard residential customers. For residential customers with

Distributed Generation ("DG") the Company has proposed z monthly serv ice

availability charge of $50.00. In both Cases, the increase in the customer charge would

transition over a four-year period.

In addition to the increased customer charge, the Company has proposed two new

rate schedules, Residential Service with Distributed Generation~Existing ("R-DG E")

and Residential Service with Distributed Generation ("R-DG"). Under R-DG E,

customers who installed their system on or before April 14, would be

grandfathered on the existing NM-1 Tariff for a period of 20 years from the date their

11

12 3.

13

14

15

16

system was installed.

Under R-DG, customers who installed a DG system on or after April 15, 2015, would

no longer be able to participate in NEM in its current form. Under R-DG, all excess

distributed generation energy would be compensated for at the Company's Annual

Average Avoided Cost, while all energy procured by the customer from the utility

would be charged at the retail rate.

17

18 NET METERING TESTIMONY AND RECOMMENDATIONS

19 Q. Does Staff accept the Company's NEM proposal?

20 A.

21

22

No. Although, Staff understands d'le problem oudined by the Company, SSVEC's NEM

solution does not align with Staffs overall philosophy concerning rate design for SSVEC's

DG customers. Staff would prefer to not different:iate among SSVEC customers who make

23 up the residential class.

24
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1 Q. What is Staffs preferred rate design for SSVEC?

2 A. Staff would prefer to implement mandatory three-part rates for customers in the SSVEC

3 service territory. Three-part rates would More equitably align costs with cost causers,

4

5

eliminating many cross-subsidies and other inequities associated with SSVEC's current two-

part rate design for residential customers.

6

7 Q. Can three-part rates be implemented for SSVEC at this time?

8 A. No.

9

10

Due to technological limitations associated with SSVEC's metering capabilities,

implementing three-part rates in SSVEC's territory at this time would be unduly burdensome.

Thus, a three-part rate design is not a viable option at this time.

11

12 Q. Is there evidence that the Company is under-recovering due to current DG

13 installations?

14 A. Yes. The Company has indicated that there was an under-recovery associated with the

15 proliferation of DG systems that equated to 351,139,013 under the existing residential rate in

16 its 2014 test year.

17

18 Q. Can the aforementioned under-recovery claim be substantiated?

19 A. Yes. If you were to set aside cross subsidization and the alignment of costs with cost causation

20

21

22

then it would be appropriate to assume that linder-recovery associated with the proliferation

of DG in SSVEC's service territory would be equal to DG production, multiplied by

unavoidable fixed costs. For SSVEC, in addition to the total customer costs, the unavoidable

23 Hied costs would be the purchased power demand and the distribution wires portion of the

24 bill.

25
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1 Q. Can Staff please explain this Maher?

2 A. Yes. As I mentioned before, current two-part rates allow for many unintended subsidies. One

3

4

5

6

7

8

9

10

11

of the largest subsidies in the residential class is the subsidy between high usage and low usage

customers. Because most of a utility's Fixed costs are recovered through a volumetric rate,

inevitably a larger customer will pay a larger portion of due fixed costs associated with serving

all customers. Conversely, a low usage customer will pay less. Given this flaw embedded M

two-part rates, DG customers can reduce their usage and avoid paying large portions of their

Fixed costs. When rates are set, they are set using a snap-shot in time. This snap-shot looks

at system-wide consumption to determine a rate appropriate for a utility to recover fixed costs

based on future consumption. When future consumption is reduced due to installed DG,

utilities are left with under-recoveries and are in turn forced to increase rates or End other

12 ways to recover their Fixed costs.

13

14 Q. Does Staff believe that based on a two-part rate design the current NEM policy is

15 sustainable for SSVEC?

16 A. No. Currency, roughly 3 percent of SSVEC's residential class are DG customers. As DG

17

18

system prices continue to trend down it is reasonable to assume that a larger percentage of

SSVEC's residential class will install DG systems. Given the current NEM policy, it is also

19

20

21

22

23

reasonable to assume dirt future DG systems continue to be sized so that customers may

offset a large percentage, if not all, of their consumption. As this trend continues more and

more SSVEC customers will avoid paying their share of the system's fixed costs, leading to

further under-recoveries. If this trend contain es and a utility's ability to recover its fixed costs

from all of its customers is not addressed, the resulting scenario could be unsustainable.

24
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1 Q.

2

Given that three-part rates are not an option, does Staff have recommended changes

for SSVEC's NEM policy?

3 A. Yes.

4

5 Q.

6

What changes does Staff recommend to the way exported excess energy, produced by

a DG system located in SSVEC's service territory, be handled on an SSVEC customer's

7 bill?

8 A.

9

10

11

Staff recommends that the existing NM-1 tariff be frozen and a new rider be proposed for

new DG customers. This new DG rider should eliminate the banking of excess kph, require

that all energy procured from the grid be paid for at SSVEC's respective retail rate, and provide

a methodology for the treatment of any energy provided or exported by a DG system to the

12 and.

13

14 Q. Why does Staff recommend the elimination of banking?

15 A. Staff recommends the elimination of banking for SSVEC because Staff believes banking

16

17

18

19

20

21

creates an inequity with respect to the sale of excess energy by the Company's DG customers.

Under SSVEC's NEM policy which provides a 1-for-1 kph offset, banking gives customers

an incentive to oversize their solar DG systems. Solar systems can be sized in a way that is

disproportionate to a customer's needs and, as a result, provide SSVEC with a glut of energy

when the Company doesn't need it and a lack of energy when it does. Once a kph is assigned

a value, SSVEC's banking should be looked a conceptually as a bill credit that is either rolled

22 over or not.

23

24 Q. What is Staffs position on a bill credit roll-over SSVEC customers?

25 A.

26

Staff is open to considering this. Staff suggests that if there is a bill credit to be rolled over,

SSVEC customers be given the choice to either receive it as a check or apply it to their next
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1 month's bill. Staff also believes that the latter option would be less expensive than having the

2 Company issue a check to DG customers every month.

3

4 Q. Why does Staff believe that residential customers should pay a retail rate for all energy

5 procured from a utility?

6 A.

7

8

9

10

11

12

As addressed earlier in my testimony, SSVEC's current two-part rate disproportionately

recovers fixed and variable costs associated with serving customers. At this time, the Company

is unable to implement three-part rates for residential customers. If  the Company could

implement mandatory three-part rates, many of the Company's concerns regarding the

recovery of fixed costs would be addressed. Given that SSVEC's DG customers rely on the

grid, just as all other customers do, SSVEC's DG customers have the same responsibility to

pay for the infrastructure that allows them to have reliable power 24 hours a day.

13

14 Q.

15

Why does Staff believe that excess DG energy in SSVEC's service territory, exported

to the grid, be compensated for at a separate export rate?

16 A.

17

18

Staff believes a separate export rate for energy exported to the grid would provide the

Commission the ability to set a value for DG On its own individual merits rather than merely

assessing a value based on an all-inclusive retail rate.

19

20 Q. You mentioned that Staff recommends than DG be valued on its own individual merits;

21 does Staff have a process for doing this?

22 A.

23

Not yet. Currently, the Commission has an open docket investigating the value and cost of

distributed generation, Docket No. E-00000]-14-0023. In this docket, Staff has proposed a

24
25

matrix that could provide the Commission wt a means for determining the value of DG.

flu
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1 Q. Given that there hasn't been a decision in Docket No. E-00000]-14-0023, does Staff

2 have a recommendation for the proposed export rate?

3 A.

4

Yes. Staff believes that there appears to be a consensus among parties that the price floor for

DG should be valued at Avoided Cost and the price ceiling for DG should be its currently

5

6

valued rate, due retail rate. Staff is left with determining an export rate for DG somewhere

between avoided cost and the retail rate. The graph below illustrates different export rates

7 based on a range of values above avoided cost.

8

9
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* 0 percent Represents The Company's Avoided Cost
* 100 percent Represents Staffs Proposed Year 1 RetM Rate

22 Q. Given the proposed export rate range, do s Staff have a recommendation for a starting

23 point?

24 A.

25

No. At dais time Staff cannot give a specie: starting rate; however, Staff recommends that

the rate be higher than avoided cost and Lowe than the retail rate. Staffprefers to arrive at an

26

27

export rate that utilizes a quantitative method, incorporating potential value determinants

derived from the Value and Cost of DG Docket. Staff invites parties to the SSVEC rate case
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1

2

to speak to the aforementioned export range,~providing Staff with a suggested starting point

based on detailed jusdflcation.

3

4 Q. Does Staff have Maher recommendations regarding the Company's treatment of DG

5 customers?

6 A.

7

8

Yes. There are a number of proposals regarding new Standard Offer Tariffs explicitly with

regard to Schedules R-DG E, R-DG, NM-1, and DG that Staff would like to comment on.

These tariffs address the treatment of new and existing DG customers.

9

10 Q. What comments do you have with regard to Schedule R-DG E and R-DG?

11 A.

12

13

14

15

Staff would echo its earlier comments in this testimony with regard to the differentiation

among residential customers. Staff is very much opposed to a $50 customer charge and does

not believe Ir is necessary to have a separate Schedule for new and existing DG customers.

Further, because the proposed changes to Schedule NM-1 and DG are tied to the creation of

Schedule R-DG E and R-DG, Staff has recommendations for how these Schedules are

16 addressed.

17

18 Q. What are Staff recommendations for the aforementioned Schedules?

19 A. Staff recommends that SSVEC's Schedule R-DG E and R-DG be denied. Staff recommends

20

21

22

23

24

25

that new and existing DG customers remain on Schedule R. Staff witness Renelle Paladino

has recommended in her Direct Testimony that the f ixed customer charge on this rate

schedule be set at $27.00 a month in year two. Staff believes that this will begin to mitigate

some of the under-recovery associated with both new and existing DG customers. Staffs

recommendations with regard to Schedule R also includes a reduction in the volumetric energy

charge in both years one and two.

26
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1

2

3

4

5

6

7

8

Staff recommends that SSVEC's Schedule NM-1 be changed so that it is only available to

customers who installed a DG system on or before April 14, 2015. After this change to the

Availability section is made, Staff recommends that NM-1 be frozen. Further, Staff

recommends Mat Schedule DG be adapted to act as an export rate rider. This rider should

for all intents and purposes provide logistical language previously outlined in Schedule NM-1 .

Schedule DG should be updated to include an export rate methodology that includes a year

one and year two phase-in. Schedule DG should be made available to all eligible DG

customers who install a system on or after April 15, 2015.

9

10 Q. How often should the export rate in Schedule DG be updated?

11 A.

12

13

14

15

Under Staffs proposed methodology the export rate portion of Schedule DG is directly tied

to both the avoided cost floor and the retail rate ceiling. Thus, as these two rates change, so

will the export rate. However, Staff opposes an export rate for SSVEC that adjusts annually,

because Staff prefers that there be some stability with tlle proposed export rate. Staff

recommends dart the export rate be changed every three years.

16

17 Q. Does Staff believe a waiver of the Net Metering rules is needed?

18 A. No. Staff believes that freezing SSVEC's NM-1 tariff addresses this issue, with the added

19 benefit of keeping rules in place to reinforce the treatment of customers frozen on the NM-1

20 tariff. However, if parties believe the rules should be waived, Staff would consider

21

22

recommending a partial waiver of the rules to enact the rate design recommendations for

SSVEC discussed herein.

23
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1 Q. Are there any other issues Staff wishes to discuss?

2 A.

3

Yes. Given Staffs preference to not differeNtiate among customers in the residential class,

there are a number of customer segments that operate in a fashion similar to DG customers.

4

5

6

For example, seasonal customers may only occupy their homes for 2-3 months a year. In divs

instance, these customers may or may not be covering their fixed costs and may be

contributing to the utility's under-recovery.

7

8 Q. Given that there are omer low-use customers in SSVEC territory, did the Company file

9 a "low-use" tariff?

10 A. No.

11

12 Q- Does this conclude your direct testimony?

13 A. Yes, it does.



BEFORE THE ARIZONA CORPORATION COMMISSION

DOUG LITTLE
Chairman

BOB STUMP
Commissioner

BOB BURNS
Commissioner

TOM FORESE
Commissioner

ANDY TOBIN
Commissioner

IN THE MATTER OF THE APPLICATION OF )
SULPHUR SPRINGS VALLEY ELECTRIC )
COOPERATWE, INC., FOR A HEARING To )
DETERMINE THE FAIR VALUE OF ITS )
PROPERTY FOR RATEMAKING PURPOSES, )
TO FIX A ]UST AND REASONABLE RETURN )
THEREON, TO APPROVE RATES DESIGNED )
TO DEVELOP SUCH RETURN AND FOR )
RELATED APPROVALS. )

)

DOCKET NO. E-01575A-15-0312

DIRECT

RATE DESIGN

TESTIMONY

OF

RANELLE PALADINO

PUBLIC UTILITIES ANMYST W

UTILITIES DWISION

ARIZONA CORPORATION COMMISSION

MARCH 18, 2016

ll



TABLE OF CONTENTS

INTRODUCTION
Page

1

COST OF SERVICE STUDY 2

REVENUE ALLOCATION 5

RATE DESIGN

RESIDENTIAL
6

10

GENERAL SERVICE

LARGE POWER

18

23

IRRIGATION

SECURITY AND STREET LIGHTING

1ll..l.........l¢l...........ll.......................».l............l......llll..........¢......¢...............l...l.l......¢..................

................................ .................................................................

29

37

OTHER TARIFFS

CONCLUSIONS AND RECOMMENDATIONS ...............¢.................................................................

38

38

EXHIBITS

Revised Summary of Components of Expenses RSP-1

Staff Proposed Rates and Proof of RSP-2
• • 1

s . e 00l00l1l11aoo»oo¢¢l11naaooocootoooaaaso»o0¢1111»»»¢ooa1oaoeooaccll11aoaoacsca1o11asaaoaa1 Rsp-3

Bill Impact RSP-4

ill



| | Ill

EXECUTIVE SUMMARY
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

DOCKET no. E-01575A-15-0312

Ranelle Paladino's testimony presents t.he results of the Utilities Division Staffs ("Staff")
review of die cost of service study ("COSS"), revenue allocation, and rate design proposals in the
rate case application of Sulfur Springs Valley Electric Cooperative, Inc.'s ("SSVEC"). The

application was filed with the Arizona Corporation ComMission ("Commission") on August 31,
2015.

Taking into consideration Staffs recommendation that rate design more closely reflect actual
cost of service and with SSVEC's limited ability to implement a three-part rate (customer, demand,
and energy) and a lack of time-based costs, Staff is proposing changes to the fixed and variable
components of the rate design. Staffs proposal represents movement in the direction of collecting
more fixed costs through a fixed charge rather than through a variable rate.

Based on its review of SSVEC's COSS, revenue allocation, and rate design proposals, Staffs
conclusions and recommendations are as follows:

CONCLUSIONS

a. Staff concludes that SSVEC has performed the COSS consistent with methodologies
generally accepted in the industry, and developed the allocation factors appropriately.

b. Staff further concludes that the application of due COSS model is reasonable with
the exception of the customer count adjustment found in Exhibit RSP-1 .

c. Staff also concludes that the revenue allocation developed by SSVEC is reasonable.

d. Staffs review of the rate design proposals submitted by SSVEC concludes:

a. The Residential Service Rate Schedule, Residential Time-of-Use Rate
Schedule, Residential Service with Distributed Generation-Existing and
Residential Service with Distributed Generation rate design proposals are not
reasonable.

b. The Residential Auxiliary Service Rate Schedule, General Service Rate
Schedule, General Service Time-of-Use Rate Schedule, Unmetered Service
Rate Schedule, Large Power Rate Schedule, Large Power Time-of-Use Rate
Schedule, Industrial Rate Schedule, Irrigation Service Rate Schedule,
Irrigation Load Factor Rate Schedule, Controlled Irrigation Rate Schedules
(Weekly, Twice-Weekly, and Daily), Interruptible (including Interruptible
Irrigation) Rate Schedule, Security and Street Lighting Rate Schedules, and
Contract Power Service Rate Schedule rate design proposals are reasonable.

c. The rate design proposals for Generals Service Distributed Generation, Large
Power Distributed Generation, Irrigation Distributed Generation, and

lllll



Irrigation Controlled Distributed Generation should not be separated from
the rate design proposals for the General Service Rate Schedule, the Large
Power Rate Schedule, the Irrigation Service Rate Schedule, and the
Controlled Irrigation Rate Schedule as the rate design proposals are identical.

d. The General Service RV Parks Rate Schedule should be discontinued and
any customers on this schedule should be transferred to the Large Power
Rate Schedule.

e. The Seasonal Power Service Rate Schedule should be discontinued and any
customers on this schedule should be transferred to the Large Power Rate
Schedule.

f. The Large Power Rate Schedule should be approved as filed by SSVEC in its
application where time language requiring that customers be on the schedule
for a period of twelve consecutive Mont;hs is removed.

e. Staff does not support the creation of rate schedules which single out distributed
generation customers.

f. Staff supports gradual movement toward recovering Fixed costs based on the cost of
serving each class.

g. Staff supports a system-wide reduction in subsidies of one class of customer by other
classes of customers.

h. Staff supports the treatment of the residential class on the whole as a class which
needs to gradually move toward recovering fixed costs based on the cost to serve the
residential customer class.

i. Staff concludes that the currently approved language in the "Other Conditions"
section of the Controlled Irrigation Schedule offers more flexibility to SSVEC to
recover actual equipment costs compared to the proposed changes and the existing
approved language should be retained.

RECOMMENDATIONS

a. Based on the aforementioned conclusions, Staff recommends that the Commission
accept SSVEC's COSS for use in this case including the changes included in RSP-1.

b. Staff also recommends the Commission acc pt the revenue allocation developed by
SSVEC; however, M future rate cases, SS C needs to make the following two
adjustments with regard to revenue and costs for the COSS:

1. Residential Auxiliary Rate Schedule customers should be included as part of
the Residential class rather than the General Service class.

I'll



z. General Service RV Parks Rate Schedule customers should be included as
part of the Large Power class rather than the General Service class.

c. Staff recommends flat the proposed Residential Service
Generation-Existing Rate Schedule and Residential Service
Generation Rate Schedule not be approved.

with Distributed
with Distributed

d. Staff recommends approval of the Staff-proposed rates found in Exhibit RSP-2 and
detailed in this testimony.

e. Staff recommends SSVEC notify in writing customers who will be transferred from
the General Service Rate Schedule to the new Residential Auxiliary Rate Schedule.
These customers should be informed of die timing and effects of that transition.

f. Staff recommends the discontinuance of the General Service RV Parks Rate
Schedule and that customers be transferred to the Large Power Service Rate
Schedule.

g. Staff recommends SSVEC notify in writing customers who will be transferred from
the General Service RV Parks Rate Schedule to the Large Power Service Rate
Schedule. These customers should be informed of the doing and effects of that
transition.

h. Staff recommends the discontinuance of the Seasonal Power Service Rate Schedule
and customers transferred to the Large Power Service Rate Schedule.

i. Staff recommends SSVEC notify in writing customers who will be transferred from
the Seasonal Power Service to the Large Power Service Rate Schedule. These
customers should be informed of the dining and implications of that transition.

i. Staff recommends that SSVEC's Large Power Service Rate Schedule be revised to
delete the one year service requirement, as SSVEC proposed M its application.

k. Staff recommends that SSVEC's proposal to revise the language in the "Other
Conditions" section of the Controlled Irrigation Schedule not be approved.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Ranelle Paladino. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("Commission") the Utilities Division ("StafF'). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as a Hublic Utilities Anlalyst.

8 A.

9

10

In my capacity as a Public Utilities Analyst, I review and analyze utility applications filed with

the Commission, and prepare memoranda and proposed orders for Open Meetings. I also

assist M the management of rate cases and track monthly fuel adjustor reports.

11

12 Q. Please describe your educational backgrouNd and professional experience.

13 A.

14

15

In 1992, I graduated magna cum laude from Creighton University, receiving a Bachelor of

Science degree in Business Administration. In 1999,I received a Master's Degree in Business

Administration from Creighton University. I have been employed by the Commission since

16 November of 2011.

17

18

19

20

Prior to working at the Commission, I was employed by UtiliCorp United, Inc. and Aquila

Energy in various departments including the Gas Supply Operations Department and the Gas

Accounting Department in both a regulated and non-regulated capacity. After leaving Aquila

21 al Gas, an interstate pipeline company, as a

22

Energy, I was employed by Northern Na

Regulatory Analyst and Marketing Analyst.

23

24 Q.

25

As part of your employment responsibilities, were you assigned to review matters

contained in Docket No. E-01575A-15-0312?

26 A. Yes.
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1 Q. What is the purpose of your testimony in this case?

2 A.

3

4

The purpose of my testimony is to discuss Staffs review of Sulfur Springs Valley Electric

Cooperative, Inc.'s ("SSVEC") Cost of Service Study ("COSS") for the rate case, and present

the results of this review.

5

6

7

8

In addition, my testimony also incorporates Staffs recommendations regarding the revenue

allocation and the proposed changes to SSVEC's rate design including the elimination of rate

schedules and addition of new rate schedules.

9

10 Q. Are you addressing net metering in your testimony?

11 A. No. I am not addressing net metering in my testimony. Net metering will be addressed in

12 the testimony of Eric Van Epos.

13

14 COST OF SERVICE STUDY

15 Q. Has SSVEC provided a COSS?

16 A.

17

18

19

Yes. SSVEC provided a COSS in its rate application based on the Test Year (twelve-month

period ended December 31, 2014).1 The COSS provides the individual class returns for the

Company's Eve major customer classes plus three existing special contracts and Ft.

Huachuca.

20

21 Q. What is the purpose of preparing a COSS?

22 A.

23

24

25

The purpose of preparing a COSS includes: (1) relating costs to different groups of

customers based on which customers caused those costs to occur; (2) determining how to

recover costs from customers within each class, (3) calculating costs of services based on how

much the utility has to spend on each cost, and (4) separating costs between regulatory

1 SSVEC Rate Application Filing Schedule G.
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1

2

jurisdictions if necessary. A complete allocated COSS ultimately tries to determine the

specific cost to serve each customer class and subclass.

3

4 Q. How will a COSS be used?

5 A.

6

7

A fully allocated COSS would be used as a guideline to allocate revenue among classes. The

COSS may also be used as a determinant in rate design if the purpose is to design rates based

on the costs to serve each customer class.

8

9 Q. Is Mere a standard COSS methodology?

10 A.

11

No. There is no one right methodology for designing a COSS so the COSS should be used

as a guideline for revenue allocation and designing rates.

12

13 Q. Have you reviewed the COSS model presented by SSVEC?

14 A. Yes. The COSS was provided in SSVEC's rate application on Schedules G-1 durough G-7. I

15 reviewed the allocations and reviewed SSVEC's answers to Staffs Data Requests. In

16

17

18

addition, I reviewed the test year rate base, revenues, and expenses, including the test year

adjustments, in the COSS and matched them with die appropriate schedules in the

application.

19

20 Q. What model was used by SSVEC in developing its COSS?

21 A.

22

23

24

SSVEC utilized the services of Guernsey Engineers, Architects and Consultants

("Consultants"), out of Oklahoma City, Oklahoma. The Consultants prepared the COSS

using their in-house model, named CoOPTIONS. This model was used by SSVEC in its last

full rate case under Arizona Administrative Code ("A.A.C.") R14-2-103, Decision No. 71274

25 dated September 8, 2009.

26
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1 Q. Did SSVEC adjust or normalize its usage or revenues?

2 A.

3

4 were

5

6

No. SSVEC utilized a test year ending DeceMber 31, 2014, but SSVEC did not adjust or

normalize volumes because SSVEC viewed the Test Year volumes as an appropriate

representation of billing determinants. The revenues adjusted by the Consultants to

represent a full year of new rates, account for the fuel bank charges during the test year,

eliminate Sale for Resale Revenue, and restate the Wholesale Power Cost Adjustor ("WPCA")

7 revenue to allow for the amount of CA revenue

8

9 Q. Did SSVEC make adjustments to the COSS allocation factors from the prior rate case?

10 A.

11

12

13

14

15

16

SSVEC utilized similar demand, energy, and customer-based allocation factors between divs

COSS and the prior rate case with the exception of the following three items: (1) the

allocation of Distribution Underground Line expenses were adjusted with this COSS to

match the allocation of Distribution Overhead Line expenses, (2) a minimum cost per mile of

single phase line was determined and used in the allocation of both Distribution

Underground Line expense and Distribution Overhead Line expense, and (3) the allocation

of Account 368 Transformers was split into a Minimum and Remainder designation. Staff

17 considers all three adjustments to be appropriate.

18

19 Q. What did Staff determine from its review of the COSS?

20 A. Staffs review of SSVEC's COSS determined that SSVEC utilized acceptable methods to

21

22

23

24 Residential Class.

functionalize, classify, and allocate costs. Staff has determined the COSS model appropriately

calculated the components of the rate application. Staff made one change to Schedule G-6.3

from SSVEC's rate application to account for a slight adjustment to customer count for the

Exhibit RSP-1 is the Sundry of Components of Expenses incorporating

25 Staffs adjustment to Schedule G-6.3.

2 Lambert Direct page 3 lines 2-15.



SSVEC Customer Class Test Year Adj. Rev. $* Staff Proposed Rev. $** % Increase
Residential $45,438,233 $47,177,073 3.83%
General Service $13,950,171 $14,872,397 6.61%
Large Power $14,180,725 $14,540,169 2.53%
Irrigation $16,313,056 $16,479,559 1.02%
Lighting $846,698 $882,397 4.22%
Special Contracts $3,664,893 $3,664,874 n/a
Other Revenue $3,309,366 $3,2005541 n/a
Total Revenue $97,703,142 $100,817,010 3.18%

Direct Testimony of Renelle Paladino
Docket No. E-01575A-15-0312
Page 5

1 Q. Did the methods used by SSVEC comply with industry standards?

2 A.

3

4

SSVEC utilized methodologies that are generally accepted in the utility industry for its COSS.

Allocations of plant and operating expenses were assigned to the respective customer classes

on the basis of demand, energy and odder customer related factors.

5

6 Q. Does Staff have a recommendation concerning SSVEC's COSS?

7 A. Staff recommends the Commission accept SSVEC's COSS M this case, including the changes

8 made in RSP-1 .

9

10 REVENUE ALLOCATION

11 Q. Please describe the revenue increase allocation?

12 A.

13

14

15

SSVEC's Application included a request for revenue increase of $3,101,498 Staff witness

Crystal Brown, did not recommend any changes to SSVEC's proposed revenue requirement.

The table below details the adjusted test year and Staff  proposed revenue increase by

customer class (revenue totals include PCA revenue) .

16

17
18
19

*Total Adjusted TY Revenue from Schedule E-7.5.
**Staff Proposed Total Revenue from RSP-2.
Staff Proposed Revenue accounts for a correction made to the Seasonal Power Service explained in RSP-2.

20

21 SSVEC's COSS study illustrates that, to varying degrees, the Residential, General Service, and

22 Lighting rate classes are paying less than their cost of service. As indicated on Schedule G-

23 1.0, the overall system return is reported to be approximately 4.923 percent. The table above
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1

2

highlights the greatest percentage increases proposed by Staff are to the residential, general

service, and lighting classes.

3

4

5

6

As can be seen on Schedule G-2.0, after incorporating the proposed revenue increase, the

overall system return has increased to 6.411 percent. The proposed revenue increase also led

to an improvement of the relative rates of return for the Residential, General Service, and

7

8

Lighting rate classes. Staff supports moving gradually toward less inter-class subsidies. Staff

agrees with the revenue allocation proposed by SSVEC.

9

10 RATE DESIGN

11 Q. Please describe Staffs position on Rate Design?

12 A.

13

14

15

16

17

18

SSVEC's rates, up to this point, have been designed to collect a specific revenue requirement.

The breakdown of that revenue requirement by customer class has been split in recovery

between a Fixed and a variable component for the residential customer class. The large

power, general service, and irrigation classes all have an additional billing demand component.

The lighting segment has a per-unit rate. Historical rate design, especially for the residential

customer class, has allowed recovery of  SSVEC's f ixed costs partly through a serv ice

availability charge and partly through a variable rate or energy charge.

19

20

21 reasons

22

23

24

25

26

Variations in usage among customers in the; same class have increased for a number of

(including seasonal customers, vaca it homes, and distributed generation). This

makes recovery of the revenue requirement difficult with existing rate design. Staff believes

that rates should now be more closely based on the actual costs to serve each customer class.

However, Staff recognizes that rate design needs to evolve gradually. One option allows for

each customer to pay for the level of service they may require at any point in time through a

service availability charge, demand charge, and energy charge_in essence, a three-part rate.
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1 However, SSVEC's current system conditions, metering and customer information

2

3

capabilities, do not allow for the implementation of a real-time three-part rate at this time.

Staff is therefore recommending rates which do not require a three-part structure to allow for

4 better recovery of costs to serve each class.

5

6 Q. Please describe further the current system conditions that limit the implementation of

7 a three-part rate.

8 A.

9

10

11

12

While the implementation of a three-part rate allows for recovery of fixed costs and accounts

for varying levels of demand within customer classes, a three-part rate requires the use of

demand meters, meters which measure demand usage within the billing period, as well as the

amount of energy being consumed. Currently, non-residential classes in SSVEC's territory

have three-part rates which utilize the peak demand during die month.

13

14

15

16

Through the discovery process with SSVEC, Staff was able to determine that while current

metering capabilities within SSVEC's system can measure the energy being consumed by

customers and monthly peak demand, not all of SSVEC's meters provide real time demand

17 data.

18

19

20

21

22

Also, through additional discovery, Staff determined that SSVEC may encounter challenges in

billing customer demand and making customer demand infonnatrion available in a timely

fashion on its current web portal. SSVEC has not indicated it is unwilling to make the

necessary changes, but SSVEC has expressed concerns that the costs of doing so may

23 outweigh the benefits at this point in time.

24

II
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l Q. Please summarize the Company's rate design proposal.

2 A. more

3

4

SSVEC has indicated in its rate application that the proposed rates are designed to

closely recover the costs of providing service (including the unbundled costs of providing

service) while considering the impact of the rate change on its members.

5

6 Q. What was the Company's primary concern in developing its rate design proposals?

7 A.

8

9

10

11

SSVEC's application indicates the company has requested a 3.17 percent overall increase in

total revenue. SSVEC explains that this irlcrease is necessary to enable SSVEC to better

recover fixed costs incurred in serving custorners.4 Specifically, SSVEC's application is

proposed to address an issue of unrecovered feed costs attributable to net metered

mernbers.5

12

13 Q. How does SSVEC propose implementing its rate design changes?

14 A.

15

16

17

SSVEC constructed its proposed rates to be phased in over a four-year pe1:iod.6 The 3.17

percent increase in revenue would be reachekil with the rate changes in the first year. In

subsequent years SSVEC would maintain the 3.17 percent increase, but do so through higher

service availability charges (and billed demand charges for some customers) and lower

18 variable charges.

19

20 Q. Does Staff also propose implementing rate design changes over four years?

21 A. Staff is proposing a shorter dmefrarne of years for implementation of the rate design

22 changes.

23

3 Hedrick Direct page 25 lines 22-24.
4 Huber Direct page 5 lines 11-14.
5 Huber Direct page 5 lines 23-24.
6 Hedrick Direct page 26 lines 3-4.

la
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1 Q. Why is Staff proposing a shorter implementation timeframe for rate design changes?

2 A.

3

4

While Staff understands SSVEC's proposal of phasing in the increase over four years, Staff is

concerned that a longer phase-in period would increase customer confusion and that

customers may perceive the four phases to be incremental increases rather than one increase

5 phased over four years. Also, Staf f  is concerned that SSVEC may incur increased

6 communication costs with informing customers of anticipated rate changes as the time nears

7 in each of the four years.

8

9

10

11

12

13

However, Staff recognizes the need to avoid implementing increases all at once and the

benefit of spreading the increases over multiple years. To allev iate some of the above

concerns, Staff proposes a two-year phase in of new rates. Similar to SSVEC, Staff proposes

a service availability charge increase at the same time as die energy charge decreases, thereby

minimizing the overall bill impact.

14
J

15 Q.

16

Is SSVEC's cost per customer analysis in Schedule G-6.3 used in evaluating its

proposed service availability charges?

17 A.

18

19

20

21

Yes. If the goal of a restructuring of rate design is to more accurately recover fixed costs

through a service availability charge, Schedule G-6.3 (as can be seen in Exhibit RSP-1) of the

COSS is useful. Schedule G-6.3 details the monthly cost per consumer broken down into

purchased power demand, purchased power energy, distribution (wires), and total customer

costs (which includes such items as billing and neteringl .

22

23

24

For example, SSVEC has indicated that it incurs $25.97 per month per residential customer in

Bred monthly customer costs. Other Fixed costs incurred for residential customers include

25

26

distribution system (wires, poles, etc.) and the fixed portion of purchased power charges paid

primarily to Arizona Electric Power Cooperative ("AEPCO"), SSVEC's generation and



SSVEC's Fixed Costs Categories* $
Fixed Purchased Power Costs $29.22
Distribution ires Costs 325.05
Total Customer Costs $25.97
TOTAL RESIDENTIAL FIXED COSTS $80.24
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l

2

transmission provider, on a monthly basis. In a perfect recovery situation, SSVEC would

assess a service availability charge which fully recovers its fixed costs as shown in the table

3 below. In a practical application of rates to recover costs, Staff has considered the impact on

4 the consumer of an increased service availability charge and gradual recovery of those Fixed

5 costs.

6

7

8

*Detail is also available on Exhibit RSP-1.

9 RESIDENTIAL

10 Q. Please describe the Residential Service Rate Schedule.

11 A.

12

13

14

Residential Service in SSVEC's territory is available for residential use to single family

dwellings where all service is supplied at one point of delivery through a single line, and

where energy is metered through one meter. Service is limited to individual motors of 10

horsepower ("HP") or less

15

16 Q. What changes did SSVEC propose for the Residential Service Rate Schedule?

17 A. For the Residential Service Rate Schedule, SSVEC is requesting an increase in the service

18 availability charge from $10.25 to 1515.00 pet month in Phase 1. In Phase 2, the service

19 availability charge would increase to $18.00, Phase 3 to $22.00, and Phase 4 to $25.00. The

20

21

22

23

energy charge (the only remaining part of the residential rate structure) is decreased in each

phase so that the desired revenue requirement is met with the combination of the new service

availability charge and the decreased energy charge. The current energy charge is $0.126038

per kph. In Phase 1 the energy charge would decrease to $0.117518 per kph. In Phase 2
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1

2

the energy charge would decrease to $0.112858, Phase 3 $0.106764 and in Phase 4 the energy

charge proposed is $0.102038 per kph.

3

4 Q. Did SSVEC propose any other changes forth Residential Class?

5 A.

6

7

Yes. SSVEC proposes a new rate schedule for those residential customers with distributed

generation ("DG"). The rate schedule applies to those customers who had DG installed on

or before April 14, 2015, which represents the date indicated in the net metering application

8 Docket No. E-01575A-15-0127. These customers would see a change in the serv ice

9

10

11

12

availability charge from $10.25 to $25.00 per month in Phase 1. In Phase 2, the service

availability charge would increase to $33.00, Phase 3 to $40.00, and Phase 4 to $50.00. The

energy charge will not change throughout the four phases. It is currently $0.126038 per kph

and is proposed to be lowered to $0.119768 per kph.

13

14

15

16

17

18

19

20

SSVEC also proposed a new rate schedule for those residential customers with DG that was

installed af ter April 14, 2015. These customers would see an increase in the serv ice

availability charge from $10.25 to $25.00 per monde in Phase 1. In Phase 2, the service

availability charge would increase to $33.00, Phase 3 to $40.00, and Phase 4 to $50.00. The

energy charge would decrease slightly throughout the four phases. It is currently 30.126038

per kph and is proposed to be lowered to 80.107617 per kph in Phase 1, $00095467 per

kph in Phase 2, $0.083316 per kph in Phase 3: and $0.071165 per kph in Phase 4.

21

22

23 Service.

24

25

26

One other change within the Residential c1245 is the addition of a new Residential Auxiliary

Customers who qualify for this rate schedule are currency General Serv ice

customers with individually metered water wells, shops, and barns requiring less than 50 kA

transformer capacity but located on residential properties. SSVEC is proposing to move the

General Service customers meeting the above qualifications to the Residential Auxiliary
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1

2

3

4

5

6

Service tariff. These customers are currently paying a service availability charge of $16.50.

SSVEC is proposing to increase the service availability charge to $20.00 in Phase 1, $23.00 in

Phase 2, $25.00 in Phase 3 and 4. The billing demand charge which was previously applicable

at the 10 kW level would now be applicable at the 3 kW level with the first 3 kW billed at

$3.50 per kWand every kWover 3 kWbilled at $10.00 per kw. The energy charge would

decrease each year to a level of $0.092420 per kph in Phase 4.

7

8 Q. Please describe the Residential Time-Of-Use ("TOU") Serv ice Rate Schedule.

9 A.

10

11

12

Residential TOU Service in SSVEC's territory is available for residential use of 10 HP or less

to single family dwellings where all service is supplied at one point of delivery through a

single line and energy is metered through one meter. TOU customers' rates vary for usage

during on-peak time versus usage during off-peak time.

13

14 Q. What changes did SSVEC propose for the TOU Residential Service Rate Schedule?

15 A.

16

17

18

19

20

SSVEC is requesting no change in the service availability charge for the Residential TOU

Rate Schedule during Phase 1 (the current service availability charge is $16.50 per month). In

Phase 2, the service availability charge would increase to $19.50, Phase 3 to $23.50, and Phase

4 to $26.50. The energy charge has been increased for the on-peak kph usage f rom

$0.169037 per kph to $0.219563 in Phase 1, $0.214903 in Phase 2, $0.208809 in Phase 3 and

$0.204083 in Phase 4. The off-peak rate has been reduced from $0.101727 currently to

21 80.082933 in Phase 1, 80.078273 in Phase 2, $ .072179 in Phase 3 and 80.067453 in Phase 4.

22

23

The revenue requirement is met with the change in Phase 1 rates and each subsequent change

is revenue neutral.

24

lIIHI\l\l\l
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1 Q. What are the Residential Class customer costs?

2 A.

3

4

As discussed above, Exhibit RSP-1 illustrates the fixed purchased power costs of $29.22,

fixed distribution (wires) costs of $25.05 and fixed customer costs per consumer for the

residential class of $25.97.

5

6 Q. Does Staff support the changes to the Residential Service Rate Schedule proposed by

7 SSVEC?

8 A.

9

Staff supports a change to the rates for the Residential Service Rate Schedule but has

modified the rates.

10

11

12

Staff supports a two-year phase in of rate changes (both fixed and variable) as can be

seen in Exhibit RSP-2.

13

14

15

16

Staff supports reduced subsidization of one class by another class.

Staff proposes rates that more closely cover fixed costs from the COSS. Staff

17 estimates its proposed rates reduce the subsidy of the residential class by

approximately 10 percent.18

19

20

21

22

23

24

25

26

Staff does not support a separate rate schedule for customers with DG (no matter

whedmer the installations were on or before April 14, 2015 or after April 14, 2015).

For the Residential Service Rate Sched e, Staff proposes a change in the rate design.

Staffs proposed rates represent a area et collection of fixed costs (as can be seen in

Exhibit RSP-3) through the system ea ailability charge, when compared to existing

rates, thus leaving less of the fixed costs to be recovered through the variable energy

charge. This change provides a greater assurance that a larger portion of fixed costs

III



Year One Year Two
Service Availabili Charge $18.25 $27.00
Ener~ Charge ~er kph) $0.113053 $0.100028
Mon Bill Impact for an Average Residents 11 Customer $3.51 $0.05
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1 (all total customer costs and a portion of the distribution fixed costs from the COSS)

will be recovered by SSVEC than in the past.2

3

4

5

6

7

Given that a three-part rate is not an option for rate design for SSVEC residential customers

at this point in time, Staff is proposing an increase in the system availability charge for all

residential customers and a decrease in the energy charge at the same time. As indicated on

Exhibit RSP-4, the estimated bill impact of dais increase for die average usage residential

8

9

customer using 668 kph is $3.51 per monde. This represents a 3.89 percent increase for the

average usage Residential customer.

10

11

12

As can be seen in the table below, Staff is proposing the residential system availability charge

increase from $10.25 to $18.25 in year one and an increase to $27.00 in year two. At the same

13 time, Staffs proposed energy charge for Residential customers would decrease from

14

15

350126038 to $0.113053 per kph in year one and again decrease to 30.100028 per kph in

year two. The proposed revenue requirement for due residential class would be met in year

16 one. The decrease to the energy charge in year two would offset the increase in the service

17 availability charge.

18

19 Staffs Proposed Residential Service Rates

20 Q.

21

Does Staff support the changes to the Residential TOU Service Rate Schedule

proposed by SSVEC?

22 A.

23

Staff supports a change to the rates for the Residential Service TOU Rate Schedule but has

modified the rates. Staffs proposed rates represent a greater collection of Fixed costs through

ll



Year One Year Two
Sewlce Availability Charge $22.50 $28.50
On-Peak Ener~ Charge ~er kph) $0.175000 $0.170100
Off-Peak Ener~ Charge ~er kph $0.061000 80.053200
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1 the service availability charge, thus leaving less of the fixed costs to be recovered dmtough the

2 variable energy charge.

3

4

5

6

7

8

Given that a three-part rate may not be an option for rate design for SSVEC residential TOU

customers at this point in time, Staff is proposing an increase in the system availability charge

for all residential TOU customers and a decrease to the energy charge at the same time. As

indicated on Exhibit RSP-4, the estimated bill impact of this increase for the average usage

residential TOU customer is $6.30 per month. This represents a 3.91 percent increase for

9 residential TOU customers.

10

11

12

13

14

15

As can be seen in the table below, Staff is proposing the residential TOU system availability

charge increase from $16.50 to $22.50 and year two would increase to $28.50. Staffs

proposed energy charge for on-peak kph usage would increase from $0.169037 to $0.175000

in year one and then decrease to 80.170100 in year two. The energy charge for off-peak kph

would decrease from $0.101727 to $0.061000 in year 1 and decrease again to 80.053200 in

16 year two.

17

18 Staff's Proposed Residential TOU Service Rates

19
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1 Q. Does Staff support the addition of the Residential Auxiliary Rate Schedule?

2 A. Yes. Staff understands that while these services are not directly connected to a residential

3 are

4

5

dwelling, they services provided the residential property for the residential

customer (but may be services more typically associated with commercial services within

SSVEC's service territory) .

6

7

8

The establishment of a Residential Auxiliary Rate Schedde will affect slightly fewer than

2,000 General Service customers who have individual metered water wells, shops, and barns

9

10

11

12

13

14

requiring less than 50 kA transformer capacity. These customers have not been notified of

the shift from a General Service Rate Schedule to the Residential Auxiliary Rate Schedule.

Staff recommends that if this proposal is approved, SSVEC notify in writing each customer

of the change in rate schedule status, with an explanation of the effects for those customers

of this change. Incorporated into this notice should be an explanation to the customer of the

grounds for refusal of establishment of service in accordance with R14-2-203(C) (1).

15

16

17

18

Staff agrees with the rates proposed by SSVEC with a slight modification to implement the

rates in a two-year period rather than phases over four years. The proposed service

availability charge would increase from $16.50 to $20.00 in year one and to $25.00 in year

19 two. The energy charge is currently $0.118338 per kph. This charge would decrease to

20

21

22

23

24

$0.110659 in year one and 150092420 per kwh in year two. At the same time, the billing

demand level will decrease from 10 kW to 31 kw. Staff proposes for year one die billing

demand for the first 3 kW be $1.50 per kW file over 3 kW be $8.00 per kw. In year two

the billing demand for the Erst 3 kW will inc ease to $3.50 per kW and kW over 3 will be

$10.00 per kw.

25



SSVEC's Fixed Costs Categories* $
Fixed Purchased Power Costs $63.98
Distribution (Wires) Costs $74.93
Total Customer Costs $25.72

GENERAL SERVICE FIXEDTOTAL
COSTS $164.63

Year One Year Two
Service Availability Charge $20.00 $25.00
Demand Charge, First 3 kW per k $1.50 $3.50
Demand Charge, Over 3 kW per k $8.00 $10.00
Au kph $0.110659 350092420

Direct Testimony of Renelle Paladjno
Docket No. E-01575A_15_0312
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1

2

3

4

Customers who would be transitioned to the Residential Auxiliary Rate Schedule are currently

General Service customers. As can be seen in Exhibit RSP-1 on page 4, the fixed purchased

power costs are $63.98. The Fixed costs associated with the distribution (wires) are $74.93

and the fixed customer costs per consumer for the General Service class are $25.72.

5

6
7

*Detail is also available on Exhibit RSP-1.

8

9

1 0

11

12

13

14

As discussed above, the Residential, General Service, and Lighting classes are experiencing a

negative or low rate of return. Staffs rate design supports moving customer classes in the

direction of more closely covering the costs to serve that class. By increasing the service

availability charge and billing demand rate, and setting a billing demand level of 3 kW for the

General Service class (including Residential Auxiliary customers as they are currently part of

the General Service class), the General Service class is taking steps to move closer to

recovering those customer fixed costs in this rate case.

15

16 Staffs Proposed Residential Auxiliary Service Rates

17

I'll
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1 GENERAL SERVICE

2 Q. Please describe the General Service Rate Schedule.

3 A.

4

5

6

General Service in SSVEC's territory is available for all commercial customers who require

less than 50 kA transformer capacity located along the distribution lines of SSVEC for

single or three phase service. All service is supplied at one point of delivery through a single

line, and energy is metered through one meter.

7

8 Q. What changes did SSVEC propose for the General Service Rate Schedule?

9 A.

10

11

12

13

14

15

16

17

18

SSVEC is requesting to increase the service availability charge for the General Service Rate

Schedule (the current service availability charge is $16.50 per month). In Phase 1, the service

availability charge would increase to $20.00, Phase 2 to $23.00, Phase 3 to $25.00, and stay at

$25.00 for Phase 4. The level of billing demand would be 3 kW with the first 3 kW billed at

$1.50 per kW in Phase 1, increase to $2.50 in Phase 2, $3.50 in Phase 3 and stay at $3.50 for

Phase 4. Any billing demand kW over 3 would be billed $8.00 per kW 'm Phase 1, $9.00 in

Phase 2, $10.00 in Phase 3, and stay at $10.00 for Phase 4. The energy charge which is

currently $0.118338 per kph would increase to $0.110659 (whether it is demand billed or

non-demand billed) in Phase 1, $0.100991 in Phase 2, $0.092420 M Phase 3 and stay at

$0.092420 for Phase 4.

19

20 Q. Did SSVEC propose any other changes for e General Service Class?

21 A.

22

23

Yes. As explained above, SSVEC requested the addition of the Residential Auxiliary Rate

Schedule. Current General Service customers who meet the availability and applicability

sections of the Residential Auxiliary Rate Schedule would be moved to the new Residential

24 Auxiliary Rate Schedule.

25



SSVEC's Fixed Costs Categories* $
Fixed Purchased Power Costs $63.98
Distribution Wires) Costs $74.93
Total Customer Costs 825.72

GENERAL SERVICE FIXEDTOTAL
COSTS $164.63

Direct Testimony of Renelle Paladino
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1

2

3

4

In addition, SSVEC proposed eliminating the existing General Power Service RV Parks tariff

within the General Service Class. SSVEC indicated in its application that the Large Power

Rate Schedule is applicable and similar to the rate structure of the General Power Service RV

Parks tariff. All existing customers on this tariff will be transferred to the Large Power Rate

5 Sch€dLl1€.7

6

7 Q. What are the General Service Class customer costs?

8 A. As discussed above and detailed in the table below, Exhibit RSP-1 on page 4 details the fixed

9

10

purchased power costs are $63.98. The fixed distribution (wires) costs are $74.93 and the

fixed customer costs per consumer for the General Service class are $25.72.

11

12

13

*Detail is also available on Exhibit RSP-1.

14 Q. Does Staff support  the changes to the General  Serv ice Rate Schedule proposed by

15 SSVEC?

16 A.

17

Staff supports SSVEC's proposed changes to the rates for time General Service rate schedule,

but has modified the implementation timeframe.

18

19

20

21

Staff supports a two-year phase in of rate changes (both fixed and variables as can be

seen in Exhibit RSP-2. The proposed overall revenue requirement for the General

Service class would be achieved in year one, and year two rate changes would not

22 affect General Service class revenue.

7 Hedrick Direct page 30 lines 17-19.
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Staff supports reduced subsidization of one class by another class.1

2

3

4
Staff proposes rates that more closely cover fixed costs from the COSS.

5

6

As indicated above, Staff supports the creation of the Residential Auxiliary Rate

Schedule and the transfer of  qualifying General Serv ice customers to that rate

7

8
schedule.

9

10

11

12

13

For the General Service rate schedule (including customers with DG), Staff proposes

a change in the rate design by implementing the rates in a two-year period rather than

four phases over four years. Staffs proposed rates represent a greater recovery of

fixed costs over a two-year period through the service availability charge, billing

demand charge, and lower billing demand level, thus leaving less of the fixed costs to

be recovered through the variable energy charge.14

15

16

17

18

19

20

As can be seen in the table below, Staff proposes that the service availability charge for

General Service would go from $16.50 to $20400 in year one and to $25.00 in year two. The

energy charge is currently $0.118338 per kph. This charge would decrease to $0.110659 in

year one and $0.092420 per kph in year two. At the same time the billing demand level will

drop from 10 kW tO 3 kw.

21

22

23

24

25

26

Staff proposes for year one the billing demand for the Erst 3 kW be $1.50 per kW while over

3 kWbe $8.00 per kw. In year two, the billing demand for the Erst 3 kWwill increase to

$3.50 per kW and kW over 3 will be at $10.00 per kw. As can be seen in Exhibit RSP-4, the

estimated bill impact of this increase for the average usage general service customer is $9.18

per month. This represents a 6.98 percent increase for General Service customers.

27

28



Year One Year Two
Servlce Availability Charge $20.00 825.00
Demand Charge, First 3 kW ~er k $1.50 $3.50
Demand Charge, Over 3 kW per k $8.00 $10.00
All kph 80.110659 $0.092420
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1 Staffs Proposed General Service Rates

2

3 Q. Please describe the General Service TOU Rate Schedule.

4 A.

5

6

7

8

General Service TOU in SSVEC's territory is available for all commercial customers who

require less than 50 kA transformer capacity located along the distribution lines of SSVEC

for single or three phase service. All service is supplied at one point of delivery through a

single line, and energy is metered through one meter. TOU customers' rates vary for kW

during on-peak time versus total kph and total metered kw.

9

10 Q. Does Staff support the changes to the General Service TOU Rate Schedule proposed

11 by SSVEC?

12 A.

13

14

Staff supports SSVEC's proposed changes to the rates for the General Service TCU Rate

Schedule but has modified the timeframe by implementing the rate changes over a two-year

period compared to four phases proposed by SSVEC.

15

16

17

18

As can be seen in the table below, Staff proposes that in year one the service availability

charge would increase from $18.00 to $22.00 and in year two would increase to $27.00. The

metered kW charge (billing demand) would be $1.50 for the first 3 kW in year one and would

19 increase to $3.50 in year two. The billed on peak kW would remain at 3518.50 per kw. The

20

21

22

23

energy charge would increase from $0.090972 to 80.59862 per kph in year one and then

decrease to $0.041623 per kph in year two. As indicated in Exhibit RSP-4, the estimated bill

impact of this increase for the average usage General Service TOU customer is $2.65 per

month. This represents a 2.29 percent increase for General Service TOU customers.



I

Year One Year Two
Service Availability Charge $22.00 $27.00
Metered kW $1.50 $3.50
On-Peak Capacity Charge, per billing kW $18.50 $18.50
AH kph 30.059862 $0.041623

|
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1 Staffs Proposed Genera1 Se1:vice TOU Rates

2

3 Q. Does Staff support the changes to the General Power Service RV Parks Rate Schedule

4 proposed by SSVEC?

5 A. Staff supports the elimination of the General Power Service RV Parks Rate Schedule. The

6

7

8

9

10

11

existing General Power Service RV Parks Rate Schedule is open to all RV parks located along

the existing distribution lines for SSVEC. The RV Parks are either a single phase or three

phase service and have a monthly billing capacity of 50 kA or greater. The Large Power

Service Rate Schedule is similar in availability and billing components as the RV Parks Rate

Schedule, with the exception of a one-year contracting requirement which SSVEC has

proposed eliminating from the Large Power Service Rate Schedule.

12

13 According to SSVEC, there are currently twelve customers on dlis rate schedule. The

14 customers have not been noticed of the shift from a General Power Service RV Parks Rate

15 Schedule to the Large Power Service Rate Schedule. Staff recommends that if this proposal is

16

17

18

approved, SSVEC notify in writing each customer of the change in rate schedule status with

an explanation of the effects for those custqrners of this change. Incorporated into that
notice should be detail of the new rate structure and the bill impact of approximately a 2.59

19 percent increase for the average usage custom.

20

I'll ll



Year One Year Two
Service Availability Charge $24.50 $35.50
Ener~ Charge ~er kph $0.096735 $0.078496

Direct Testimony of Renelle Paladino
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1 Q. Please describe the Unmetered Service Schedule.

2 A.

3

4

Unmetered Service in the General Service class of customers is open to customers with

constant monthly demand and energy requirements. In addition, monthly demand may not

exceed 1.5 kw. The fixed monthly energy usage is calculated based on a 730 hour month.

5

6 Q.

7

Does Staff support the changes to the General Service Unmetered Rate Schedule

proposed by SSVEC?

8 A.

9

10

11

12

13

Staff supports SSVEC's proposed changes to the rates for the General Service Unmetered

Rate Schedule, but has modified the timeframe by implementing the rate changes over a two-

year period rather than the four phases proposed by SSVEC. As can be seen in the table

below, Staff proposes that the service availability charge increase from $16.50 to $24.50 in

year one to $35.50 in year two. The energy charge would increase from $0.091859 per kph

to $().096735 in year one and decrease to $0.078496 M year two.

14

15 Staffs Proposed Unmetered Service Rates

16

17 LARGE POWER

18 Q. Please describe the Large Power Service Ra~te Schedule.

19 A.

20

21

22

23

24

Large Power Service in SSVEC's territory is available for all large power customers who

demonstrate or elect to pay a monthly billing minimum of  50 kA transformer capacity

located along the distribution lines of SSVEC for single or three phase service. All service is

supplied at one point of delivery darough a single line and energy is metered dmrough one

meter. The existing tariff requires service to be on a twelve-month, non-seasonal basis and is

not available to Irrigation customers.

IIIH



SSVEC's Fixed Costs Categories* $
Fixed Purchased Power Costs $1,291.96
Distribution (Wires Costs $926.09
Total Customer Costs $53.35
TOTAL LARGE POWER FIXED C OSTS $2,271.40
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1 Q. What changes did SSVEC propose to the Large Power Service Rate Schedule?

2 A.

3

4

5

6

SSVEC is requesting no changes to the service availability charge for the Large Power Service

Rate Schedule (the current service availability charge is $55.00 per month). The billed kA is

currency $7.05 per kA and will increase to $8.00 per kA in Phase 1 and would remain at

that level through Phase 4. The energy charge which is currently $().079844 per kph would

be $0.073020 in Phase 1 and remain at that level through Phase 4.

7

8 Q. Did SSVEC propose any other changes for the Large Power Service Class?

9 A. Yes. SSVEC requested the elimination of the Seasonal Power Service Rate Schedule. SSVEC

10

11

12

indicated in its application that there is no reason for maintaining a separate rate schedule for

seasonal large power customers. All existing customers would be transferred to die Large

Power Rate Schedules

13

14 Q. What are the Large Power Service class customer costs?

15 A.

16

17

As discussed above and detailed in the table below, Exhibit RSP-1 on page 4 illustrates the

fixed purchased power costs per consumer for the Large Power Service class are $1,291.96

The fixed distribution (wires) costs are $926.09 and the fixed customer costs per consumer

18 are $53.35.

19

20

21

*Detail is also available on Exhibit RSP-1.

8 Hedrick Direct page 31 lines 19-22.
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1 Q. Does Staff support the changes to the Large Power Service Rate Schedule proposed

2 by SSVEC?

3 A.

4

Staff supports SSVEC's proposed changes to the rates for the Large Power Service rate

schedule but has modified the timeframe for implementation.

5

6

7

8

Staff supports a two-year phase in of rate changes (both fixed and variable) as can be

seen in Exhibit RSP-2. The proposed overall revenue requirement for the Large

Power Service class would be achieved in year one and year two rate changes would

9 be revenue neutral.

10

11

12

13

14

15

16

For the Large Power Service rate schedule (including customers with DG), Staff

proposes a modification to the rate design proposed by SSVEC by implementing the

rates in a two-year period rammer than phases over four years. Staffs proposed rates

represent a slight increase M the collection of Hied costs over a two-year period

through an increase in the billed demand thus reducing the fixed costs to be collected

through the variable energy charge.

17

18

19

As can be seen in the table below, Staff proposes the service availability charge stay at $55.00.

The billed demand would increase from $7.05 per kA to $8.00 per kA in year one and

20 This

21

remain the same for year two. The energy charge is currently $0.079844 per kph.

charge would decrease to $0.073020 in year one and remain the same for year two. As

22

23

24

indicated in Exhibit RSP-4, die estimated bill impact of this increase for the average usage

large power customer is $75.52 per month. This represents a 2.80 percent increase for the

Large Power customer.

lulu



Year One Year Two
Service Availability Charge $55.00 $55.00
Demand Charge per kA $8.00 $8.00
Ener~ Charge per kph 80.073020 30.073020

Direct Testimony of Renelle Paladino
Docket No. E_01575A_15_0312
Page 26

1 Staffs Proposed Large Power Service Rates

2

3 Q. Please describe the Large Power Service TOU Rate Schedule.

4 A.

5

6

7

8

9

Large Power TOU Service in SSVEC's territory is available for all large power customers who

demonstrate or elect to pay a monthly billing minimum of 50 kA transformer capacity

located along the distribution lines of SSVEC for single or three phase service. All service is

supplied at one point of delivery through a single line and energy is metered through one

meter. The existing tariff requires service to be on a twelve-month, non-seasonal basis and is

not available to Irrigation customers. TOU customers' rates vary with on-peak and off-peak

10 capacity charges.

11

12 Q. What changes did SSVEC propose to the Large Power Service TOU Rate Schedule?

13 A. SSVEC is requesting no changes to the service availability charge for the Large Power Service

14 TOU Rate Schedule the current service availability charge is $55.00 per month). The on-

15

16

17

18

19

peak billed kA is currently $17.15 per kA and would increase to $20.00 per kA M Phase

1 and remain at that level through Phase 4. The off-peak billed kA is currently $4.15 per

kA and would decrease to $4.00 per kA in Phase 1 and remain the same through Phase 4.

The energy charge, which is currently $0.055$15 per kph, would decrease to $0.047046 in

Phase 1 and remain at that level through Phasd 4.

20



Year One Year Two
Servlce Availabili Charge $55.00 $55.00
On-Peak kA $20.00 $20.00
Off-Peak kA $4.00 $4.00
A11 kph $0.047046 $0.047046
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1 Q. Does Staff support the changes to the Large Power TOU Rate Schedule proposed by

2 SSVEC?

3 A.

4

5

Staff supports SSVEC's proposed changes to the rates for the Large Power TOU Rate

Schedule but has modified the timeframe by implementing the rate changes over a two-year

period rather than over four phases as proposed by SSVEC.

6

7

8

9

10

11

As can be seen in the table below, Staff proposes the service availability charge would stay at

$55.00. The billed on-peak billed demand would increase from $17.15 per kA to $20.00 per

kA in year one and remain the same for year two. The off-peak billed demand would

increase from $4.15 per kA to $4.00 per kA in year one and remain the same for year two.

The energy charge is currently $00055515 per kph. This charge would decrease to 350047046

12 in year one and remain the same for year two. As indicated in Exhibit RSP-4, the estimated

13

14

bill impact of this change for the average Large Power TOU customer is a slight decrease of

$17.47 per month. This represents a 1.41 percent decrease for the Large Power TOU

15 customers .

16 Staffs Proposed Large Power Service TOU Rates

17

18 Q. Does Staff support the changes to the Seasonal Power Service Rate Schedule

19 proposed by SSVEC?

20 A.

21

22

Staff supports the elimination of the Season 1 Power Service Rate Schedule. The existing

Seasonal Power Service Rate Schedule is s' . r in availability and applicability to the Large

Power Service Rate Schedule and would meet the needs of the Seasonal Power Service

23 customers. The proposed tariff language submitted by SSVEC in its Application, removes a

l l
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1

2

3

one-year contract requirement for service under the Large Power tariff from the

"Availability" section. Staff is in agreement With dais change and recommends the one-year

restriction be removed and that die Seasonal Power Service Rate Schedule be eliminated.

4

5

6

7

8

9

10

11

According to SSVEC, there are currently no custorners on this rate schedule. No one has

been noticed of the shift from a Seasonal POwer Service Rate Schedule to the Large Power

Service Rate Schedule. Staff recommends that if this proposal is approved, SSVEC notify in

writing any customer then on the rate (at the time of the effectiveness of a decision in this

rate case) of the change in rate schedule status with an explanation of the effects for those

customers of divs change. Incorporated into that notice is detail of the new rate structure and

the bill impact of roughly a 9.11 percent decrease for the average usage customer.

12

13 Q. Please describe the Industrial Power Service Rate Schedule.

14 A.

15

16

Industrial Power Service in SSVEC's territory is available for all industrial customers who

demonstrate or elect to pay a monthly billing minimum of 500 kA trans fonner capacity

located along the distribution lines of SSVEC for single or three phase service. This rate

17 schedule is not available to RV Parks.

18

19 Q. What changes did SSVEC propose to the Industrial Power Service Rate Schedule?

20 A.

21

22

23

24

SSVEC is requesting that the service availability charge increase from $233.50 (the existing

rate) to $400.00 in Phase 1 and remain the same through Phase 4. e demand charge per

billing kA is currently $6.45 per kA and would increase to $7.00 per kA in Phase 1 and

remain at that level through Phase 4. The :rate for the first 400 kph per billed kA is

currently $0.079830. This rate decreases to $073135 in Phase 1 and remains the same

25 through the remaining phases. The rate for aNy kph over 400 is currently $0.050730. This

26 rate decreases to $0.046746 in Phase 1 and rerqains the same through the remaining phases.

III



Year One Year Two
Service Availability Charge $400.00 $400.00
Demand Charge per billing kA $7.00 $7.00
First 400 kph per billing kA 350073135 $0.073135
Over 400 kph per billing kA $0.046746 $0.046746
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1 Q.

2

Does Staff support the changes to the Industrial Power Service Rate Schedule

proposed by SSVEC?

3 A.

4

Staff supports SSVEC's proposed changes to the rates for the Industrial Power Service Rate

Schedule, but has modified the timeframe by implementing the rate changes over a two-year

5 period compared to four phases.

6

7

8

9

10

11

12

13

14

15

As can be seen in the table below, Staff proposes the service availability charge would

increase from $233.50 to $400.00 in year one and remain the same for year two. The billed

demand would increase from $6.45 per kA to $7.00 per kA in year one and remain the

same for year two. The first 400 kph per billing kA would decrease from $0.079830 to

$0.073135 per kph M year one and remain the same for year two. The kph over 400 per

billing kA would decrease from $0.050730 to $0.046746 per kph in year one and remain

the same M year two. As indicated in Exhibit RSP-4, the estimated bill impact of this increase

for the average usage Industrial customer is $506.82 per month. This represents a 1.98

percent increase for Industrial customers.

16

17 Staffs Proposed Industrial Power Service Rates

18

19 IRRIGATION

20 Q. Please describe the Irrigation Service Rate Schedule.

21 A.

22

Irrigation Service in SSVEC's territory is available for all irNgadon, commercial and municipal

water systems in SSVEC's territory. All sendce should only be used for irrigating land for

lll\l



SSVEC's Fixed Costs Cate o tries* $
Fixed Purchased Power $127.69

axes CostsDistribution $510.94
Total Customer Costs $36.94
TOTAL IRRIGATION FIXED COSTS $675.57
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1 agricultural purposes and to run the pumps used for commercial and municipal water

2 systems.

3

4 Q. What changes did SSVEC propose to the Irrigation Service Rate Schedule?

5 A.

6

7

8

9

10

11

12

13

14

SSVEC is requesting no changes to the service availability charge for the Irrigation Service

Rate Schedule (the current service availability charge is $30.00 per month). The capacity

charge f or  Apri l -October per bi l l ing kA is current ly $7.15 per bi l l ing kA and would

increase to $8.25 per billing kA in Phase 1 and remain the same through Phase 4. The

energy charge for all kph April-October would decrease from $0.088509 currency to

$0.082502 in Phase 1 and stay the same through Phase 4. The energy charge for November-

March for the first 300 kph per kA would decrease from 30.114209 per kph to 150108284

in Phase 1 and stay the same through Phase 4. The energy charge for November-March for

kph over 300 per kA would decrease from $0.087209 to $0.081198 in Phase 1 and stay the

same through Phase 4.

15

16 Q. What are the Irrigation class customer costs?

17 A.

18

19

The table below illustrates the Fixed purchased power costs per consumer for the Irrigation

class are $127.69 The fixed distribution (Wires) costs are $510.94 and the fixed costs

associated with the total customer costs are $36.94.

20

21

22

*Detail is also available on Exhibit RSP-1 .

Ill
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1 Q. Does Staff support the changes to the Instigation Service Rate Schedule proposed by

2 SSVEC?

3 A.

4

5

6

Staff supports SSVEC's proposed changes to the rates for the Irrigation Service rate schedule,

but has modified Me timeframe for implementation.

Staff supports a two-year phase in of rate changes (both fixed and variables as can be

seen M Exhibit RSP-2. The proposed overall revenue requirement for the Irrigation

7 Service class would be achieved in year one, and year two rate changes would be

8 revenue neutral.

9

10 Staff proposes rates that more closely cover f lxed costs f rom the COSS. The

11

12

Irrigation class has a relative rate of return well above 1.0. SSVEC has proposed

Minimal increases in rates for this class. Staff agrees that minimal overall rate class

increases are appropriate, as the Irrigation class is well above a rate of return of 1.0.13

14

15

16

17

For the Irrigation Serv ice rate schedule (including customers with DG), Staff

proposes to modify the rate design proposed by SSVEC by implementing the rates

over two years randier than in phases over four years.

18

19

20

21

22

23

24

25

26

27

As can be seen in the table below, Staff proposes the service availability charge stay at $30.00.

The capacity charge in April through October would increase from $7.15 per kA to $8.25

per kA in year one and remain the same for year two. The energy charge for the Erst 300

kph per kA in November through March would increase from $0.114209 per kph to

$0.108284 per kph in year one and remain the same for year two. The energy charge for the

kph over 300 kph per kA M November dirough March would increase from $0.087209

per kph to $0.081198 in year one and remain the same for year two. The kph charge for

April through October would go from $0.088509 per kph to $0.082502 per kph M year one

and remain the same for year two. As indicated M Exhibit RSP-4, the estimated bill impact of



Year One Year Two
Servlce Availability Charge $30.00 $30.00
Capacity Charge Apr-Oct per billing kA $8.25 $8.25

av-MarFirst 300 kph per bi]]ing kA $0.108284 $0.108284
av-MarOver 300 kph per billing kA $0.081198 $0.081198

Ener~ Charge all kph Apr-Oct $0.082502 $082502
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1

2

3

this increase for the average usage irrigation customer is $42.43 per month. This represents a

3.06 percent increase for Irrigation customers.

Staffs Proposed Irrigation Service Rates

4

5 Q. Please describe the Irrigation Load Factor Sewice Rate Schedule.

6 A.

7

8

This rate schedule is an optional rate under the Irrigation Service Rate Schedule. Customers

participating in this load factor service must be willing to guarantee minimum monthly load

factor usage and must be connected for a minimum of five consecutive months.

9

10 Q.

11

What changes did SSVEC propose to the Irrigation Load Factor Service Rate

Schedule?

12 A.

13

14

15

SSVEC is requesting no changes to the service availability charge for the Irrigation Load

Factor Service Rate Schedule (the current service availability charge is $35.00 per month).

The energy charge would decrease from 150094120 currently to 80.088131 in Phase 1 and stay

the same through Phase 4.

16

17 Q. Does Staff support the changes to the Irrigation Load Factor Rate Schedule proposed

18 by SSVEC?

19 A.

20

Staff supports SSVEC's proposed changes to- the rates for the Irrigation Load Factor Rate

Schedule, but has modified the rates by implementing them over two years compared to four

21 phases proposed by SSVEC.

22



Year One Year TWO
Servlce Availabili Charge $35.00 $35.00
Ener~ Charge all kph 300088131 $0.088131
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1

2

3

As can be seen in the table below, Staff proposes the service availability charge would stay at

$35.00. The energy charge is currently $0.094120 per kph and will decrease to $0.088131 per

kph in year one and remain the same for year two.

4

5 Staffs Proposed Irrigation Load Factor Service Rates

6

7 Q. Please describe the Controlled Irrigation Service Rate Schedule.

8 A.

9

10

11

This rate schedule is available to irrigation customers with an installed capacity of 10 HP.

Service under this rate schedule is limited to the amount of load SSVEC can control for peak

shaving purposes through radio-controlled switch equipment. Control options are weekly,

twice-weekly, or daily.

12

13 Q. What changes did SSVEC propose to the Controlled Irrigation Service Rate Schedule?

14 A.

15

16

17

18

19

20

21

22

SSVEC is requesting no changes to the service availability charge for the Controlled Irrigation

Service Rate Schedule (the current service availability charge is $30.00 per month). The

energy charge for the Erst 300 kph per kA would decrease from $0.110979 to $0.105044 in

Phase 1 and remain the same through Phase'4. The energy charge for kph over 300 per

kA would decrease from $0.083679 per kph to 350077657 in Phase 1 and remain the same

through Phase 4. The override penalty per kw would increase from $19.00 per kW to $20.00

in Phase 1 and remain the same through Pha.se 4. The discount applicable to the level of

control agreed upon will remain the same at 5 percent for weekly controlled, 10 percent for

twice-weekly controlled, and 17 percent for daily controlled.

23

ill



Year One Year Two
Service Availability Charge $30.00 $30.00
Override Penal per kW $20.00 $20.00
First 300 kph per kA $0.105044 80.105044
Over 300 kph per kA $0.077657 80.077657
Discount Weekly Controlled 5% 500

Discount Twice-\X/eekly Controlled 10% 10°/o

Discount Daily Controlled 17% 17%

Direct Testimony of Renelle Paladino
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1 Q. Controlled Irrigation Service Rate Schedule

2

Does Staff support the changes to the

proposed by SSVEC?

3 A.

4

5

Staff supports SSVEC's proposed changes to the rates for the Weekly Controlled Irrigation

Service Rate Schedule but has modified the timeframe by implementing the rate changes over

a two-year period compared to four phases proposed by SSVEC.

6

7

8

9

10

11

12

13

14

15

16

17

As can be seen in the table below, Staff proposes the service availability charge would stay at

$30.00. The override kW charge would increase from $19.00 per kW to $20.00 per kW in

year one and remain the same for year two. The first 300 kph per kA would increase from

$0.110979 per kph to $0.105044 in year one and remain the same for year two. The kph

over 300 per kA would increase from $0.083679 per kph to $0.077657 per kph in year one

and remain the same for year two. The discount for the first 300 kph per kW will remain at

5 percent for the weekly controlled, 10 percent for the twice-weekly controlled, and 17

percent for the daily controlled. As indicated in Exhibit RSP-4, the estimated bill impact of

this increase for the average usage weekly controlled irrigation customer ranges from $5.86-

$6.66 per month. This represents approximately a 0.31 percent increase for Controlled

Irrigation customers.

18

19 Staffs Proposed Controlled Irrigation Service Rates

20
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1 Q. Please describe the Interruptible Irrigation Service Rate Schedule.

2 A.

3

4

This rate schedule is available to irrigation customers and commercial and municipal systems

with installed capacity of 100 HP. Customers under this rate schedule are subject to daily

control so SSVEC can effectively control for peak shaving purposes.

5

6 Q.

7

What changes did SSVEC propose to the Interruptible Irrigation Service Rate

Schedule?

8 A.

9

10

11

12

SSVEC is requesting no changes to the service availability charge for the Interruptible

Irrigation Service Rate Schedule (the current service availability charge is $30.00 per month) .

The energy charge would decrease from $0.087737 to $0.081728 in Phase 1 and remain the

same through Phase 4. The override penalty per kW would increase from $19.00 per kW to

320.00 in Phase 1 and remain the same through Phase 4.

13

14 Q.

15

Does Staff support the changes to the Interruptible Irrigation Service Rate Schedule

proposed by SSVEC?

16 A.

17

18

Staff supports SSVEC's proposed changes to 'the rates for the Interruptible Irrigation Service

Rate Schedule but has modified the timeframe by implementing the rate changes over a two-

year period compared to four phases proposed by SSVEC.

19

20

21

22

23

24

25

As can be seen in the table below, Staff proposes the service availability charge stay at $30.00.

The override kW charge would increase fro 1 $19.00 per kW to $20.00 per kW in year one

and remain the same for year two. The nervy charge per kph would increase from

$0.087737 to $0.081728 and remain the Sam for year two. As indicated in Exhibit RSP-4,

the estimated bill impact of this increase ~for the average usage interruptible irrigation

customer is $6.33 per monde. This represents a 0.32 percent increase for interruptible

26 irrigation customers.



Year One Year Two
Service Availability Charge $30.00 $30.00
Override Penalty per kW $20.00 $20.00
First 300 kph Ener~ Charge 80.081728 $0.081728
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1 Staffs Proposed Interruptible Irrigation Service Rates

2

3 Q. Did SSVEC propose any other changes to the Irrigation Rate Class?

4 A.

5

6

7

8

9

Yes. SSVEC proposed tariff language changes to the "Odder Conditions" section of the

Controlled Irrigation Service Rate Schedule. SSVEC requested to insert language into the

paragraph detailing the exact cost of the control equipment. The control equipment needed

under the Controlled Irrigation Rate Schedule is estimated to cost $235 in equipment costs

for the radio control units and $192 for labor to install the units. SSVEC also indicated that it

incurs travel costs associated with the travel of a 2-man crew to install the radio control units.

10

11

SSVEC is requesting to insert language which states the Customer will pay a one-time charge

of $425 and a mileage fee of $4.50/mile for die travel time.

12

13 Q.

14

Does Staff agree with the changes proposed to the "Other Conditions" section of the

Controlled Irrigation Rate Schedule requested by SSVEC?

15 A.

16

While Staff appreciates SSVEC's attempt to be more transparent in the costs that customers

may incur, Staff does not agree with the language change that SSVEC has requested. SSVEC

17 explained the costs for die control equipment are always paid by the customer. The

18 clarification SSVEC has requested is to let they customer know up-front the costs that may be

19 incurred. Staffs concern is when due actual costs deviate from the $425 specified in the

20

21

22 If  SSVEC is

23

proposed tariff language. Staff recommends keeping the language currently in effect in its

approved Controlled Irrigation tariff as this language allows SSVEC to collect the actual costs

associated with the control equipment rather than an estimate of  $425.

concerned the customer would need to know h costs in advance of installation, SSVEC may

24 want to consider providing an estimate of the Costs prior to the installation.



SSVEC's Fixed Costs Categories* $

Fixed Purchased Power Costs 31.40
Distribution Wires) Costs 81.29
Total Customer Costs $13.71
TOTAL LIGHTING FIXED COSTS $16.40
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1

2

If there are issues that SSVEC has encountered in relation to these control equipment costs,

SSVEC should indicate those issues in its rebuttal testimony and explain further why this

3 proposed language is necessary to clear up the issues.

4

5 SECURITY AND STREET LIGHTING

6 Q. What are the Lighting class (both Security and Street) customer costs?

7 A.

8

9

Exhibit RSP-1 on page 4 illustrates the fixed purchased power costs per consumer are $1.40.

The Fixed distribution (wires) costs are $1.29 and the Fixed costs associated with the total

customer costs are $13.71.

10

11

12

*Detail is also available on Exhibit RSP-1.

13 Q. Does Staf f  support the changes to the Securi ty Lighting Rate Schedule proposed by

14 SSVEC?

15 A.

16

Staff supports SSVEC's proposed changes to the rates for die Security Lighting Service rate

schedule. The bill impact of the proposed rates can be seen in Exhibit RSP-4.

17

18 Q. Does Staff support the changes to the Seet Lighting Rate Schedule proposed by

19 SSVEC?

20 A.

21

Staff supports SSVEC's proposed changes to the rates for the Security Lighting Service rate

schedule. The bill impact of the proposed rats can be seen in Exhibit RSP-4.
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1 OTHER TARIFFS

2 Q. Does Staff support changes to the Special Contracts proposed by SSVEC?

3 A. Staff has no adjustments to the negotiated contracts noted in the rate application.

4

5 Q.

6

Did SSVEC propose any changes to its Qualified Cogeneration and Small Power

Production Facilities (Schedule COGEN-1) tariff?

7 A. No. SSVEC did not propose any changes to COGEN-1 tan' f£

8

9 Q. Did SSVEC propose any changes to its Cogeneration Qualifying Facilities (Schedule

10 QF-1)?

11 A. No. SSVEC did not propose any changes to its QF-1 tariff.

12

13 CONCLUSIONS AND RECOMMENDATIONS

14 Q.

15

Based upon your testimony, what are Staffs conclusions and recommendations

regarding its COSS, revenue allocation, and rate design?

16 A. Staffs conclusions and recommendations are as follows:

17

18 Cony/z/sions

19 Based on Staffs review of SSVEC's COSS, revenue allocation and rate design proposals, Staff

20 concludes as follows:

21

22 a.

23

That SSVEC has performed the COSS consistent with methodologies generally

accepted in the industry, and developed. the allocation factors appropriately.

24

25 b.

26

That the application of the COSS model is reasonable with the exception of the

customer count adjustment found in Exhibit RSP-1.
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1 c. That the revenue allocation developed by SSVEC is reasonable.

2

3 d.

4

That SSVEC's rate design proposals for the Residential Service Rate Schedule,

Residential TOU Rate Schedule, Residential Service with DG-Existing and Residential

5 Service with DG are unreasonable.

6

7 e.

8

9

10

11

12

13

14

That SSVEC's rate design proposals for the Residential Auxiliary Serv ice Rate

Schedule, General Service Rate Schedule, General Service TOU Rate Schedule,

Unmetered Rate Schedule, Large Power Rate Schedule, Large Power TOU Rate

Schedule, Industrial Rate Schedule, Irrigation Service Rate Schedule, Irrigation Load

Factor Rate Schedde, Controlled Irrigation Rate Schedules Weekly, Twice-Weekly,

and Daily), Interruptible (including Interruptible Irrigation) Rate Schedule, Security

and Street Lighting Rate Schedules, and Contract Power Service Rate Schedule rate

design proposals are reasonable.

15

16 f.

17

18

19

20

That the rate design proposals for General Service DG, Large Power DG, Irrigation

DG and Irrigation Controlled DG should not be separated from the rate design

proposals for the General Service Rate Schedule, the Large Power Rate Schedule, the

Irrigation Service Rate Schedule, and the Controlled Irrigation Rate Schedule as the

rate design proposals are identical.

21

22 g. That the General Service RV Parks Rate Schedule should be discontinued and any

23 customers on this schedule transferred to the Large Power Rate Schedule.

24

25 h. That the Seasonal Power Service Rate Schedule should be discontinued and any

26 customers on this schedule ttansferredto the Large Power Rate Schedule.



Ill
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1 i.

2

3

That the Large Power Rate Schedule should be approved as Bled by SSVEC in its

application where the language requiring customers be on the schedule for a period of

twelve consecutive months is removed.

4

5 j, That Staff does not support the creation of rate schedules which single out distributed

6 generation customers.

7

8 k.

9

That Staff supports gradual movement toward recovering Fixed costs based on the

cost of serving each class.

10

11 1.

12

That Staff supports system-wide reduction in subsidies by one class of customer by

odler classes of customers.

13

14 m.

15

16

That Staff supports the treatment of the residential class on the whole as a class which

needs to gradually move toward recovering fixed costs based on the cost to serve the

customer class.

17

18 n.

19

That the currently approved language in die "Other Conditions" section of the

Controlled Irrigation Schedule offers more flexibility to SSVEC to recover actual

20

21

equipment costs compared to the proposed changes and the existing approved

language should be retained.

22

llllll
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1 Rwommendaliomt

2 Based on aforementioned conclusions, Staff recommends:

3

4 a. That the Commission accept SSVEC's COSS for use in this case including the

5 changes made to RSP-1 .

6

7 b.

8

That the Commission accept the revenue allocation developed by SSVEC; however,

in future rate cases, SSVEC needs to Make the following two adjustments with regard

9 to revenue and costs for the COSS:

10 1. Residential Auxiliary Rate Schedule customers should be incorporated as part

of the Residential class rather than the General Service class.11

12 2. General Service RV Parks Rate Schedule customers shod be incorporated as

13 part of the Large Power class rather dean the General Service class.

14

15 c. That the proposed Residential Service m`th Distributed Generation-Existing Rate

Schedule and Residential Service Witt! Distributed Generation Rate Schedule not be16

17 approved.

18

19 d. That the Staff-proposed rates found in Exhibit RSP-2 and detailed in this testimony

20 be approved.

21

22 e.

23 These

24

That SSVEC notify in writing customers who will be transferred from the General

Service Rate Schedule to the new Residential Auxiliary Rate Schedule.

customers should be informed of the and effects of that transition.

25

| l l\\IIuII
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1 f. That the General Service RV Parks Rate Schedule be discontinued and customers

2 transferred to the Large Power Service Rate Schedule.

3

4 g. That SSVEC notify in writing customers who will be transferred from the General

5 Service RV Parks Rate Schedule to the Large Power Service Rate Schedule. These

6 customers should be informed of the timing and effects of that transition.

7

8 h. That the Seasonal Power Service Rate Schedule be discontinued and customers

9 transferred to the Large Power Service Rate Schedule.

10

11 i.

12

13

That SSVEC notify in writing customers who will be transferred from the Seasonal

Power Service to the Large Power Service Rate Schedule. These customers should be

informed of the timing and implications of that transition

14

15 j. That the Large Power Rate Schedule Should be revised to delete the one year service

16 requirement as SSVEC Bled in its application.

17

18 k.

19

That SSVEC's proposal to revise the language in the "Other Conditions" section of

the Controlled Irrigation Schedule not be approved.

20

21 Q. Does this conclude your direct rate design testimony?

22 A. Yes, it does.

H
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